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GENERAL | NFORMATI ON

The Community Rei nvestnment Act (CRA) requires each Federal financial supervisory
agency to use its authority when examining financial institutions subject to its
supervision, to assess the institutions record of neeting the credit needs of its
entire comunity, including | ow and noderate-inconme nei ghborhoods, consistent with
safe and sound operation of the institution. Upon conclusion of such examination, the
agency must prepare a witten evaluation of the institutior record of neeting the
credit needs of its conmunity.

This docunent is an evaluation of the CRA performance of The Patapsco Bank, Dundal k
Maryl and, prepared by The Federal Reserve Bank of Richnond, the institutios

supervi sory agency, as of October 27, 1997. The agency rates the CRA perfornmance of
an institution consistent with the provisions set forth in Appendix A of 12 CFR Part
228.

| NSTI TUTI ONS CRA RATING This institution is rated Satisfactory.

The bank's | oan-to-deposit ratio exceeds standards for satisfactory perfornmance given
its financial capacity and demand for credit in the area. A mpjority of |oans sanpled
during the exanination were extended within the assessnment area, and a reasonable
portion were to |l ow and noderate-income borrowers. The penetration of |oans

t hroughout the market neets expectations for a satisfactory perfornmance given the
institution's size, branch |ocations, and denographics of the area.



DESCRI PTI ON OF | NSTI TUTI ON

The Patapsco Bank's only office is |ocated in Dundal k, Maryland. As of Septenber 30,
1997, the bank had $89 nmillion in assets of which 81% were |oans. Various deposit and
| oan products are avail able through the institution, including |oans for residential
nort gage, consumer, and business purposes. The conposition of the | oan portfolio, as
of Septenmber 30, 1997, is as follows: 86%real estate secured (consunmer and

busi ness), 8% consuner, and 6% comrercial. Based on the number of |oans extended
during 1996 and 1997, hone inmprovenent (both secured and unsecured) and residential
nortgage | oans were identified as principal credit products. The institution's
previous CRA rating assigned by another regul atory agency was satisfactory.

DESCRI PTI ON OF ASSESSMENT AREA

The bank's assessment area consists of the Baltinore Metropolitan Statistical Area
(MSA).  According to 1990 census data, the population of the MSA is approximtely 2.4
mllion. The assessnent area includes 588 census tracts of which 72 are | ow-incone,
121 are noderate-incone, 253 are m ddl e-i ncone, and 142 are upper-inconme. The 1996
medi an family income for the MSA is $52, 400.

The followi ng table provides assessnment area denographics by the income |evel of
fam lies and the percentage of local residents living in tracts of varying incones.
As illustrated by the chart, a majority of famlies within the market (63% are

m ddl e- and upper-income, and 73% of the popul ation resides in niddle- and upper-

i ncome census tracts.

Moder at e- M ddl e-

Low- | ncome I ncone I ncone Upper -1 ncone Tot al
Per cent age of
Area Fanilies
by I ncome Level 19% 18% 24% 39% 100%
Per cent age of
Popul ati on
Residing in
Census Tracts
by I ncome Level 8% 19% 45% 28% 100%

The | ocal econony is well diversified with Federal and State Governnent,
retail/whol esal e trade, telecomuni cati ons and bi ot echnol ogy conpanies, |ight and
heavy manufacturing, and tourism providing |ocal enployment opportunities. As of

Sept ember 1997, the unenpl oyment rates for the Baltinore MSA and the State of Maryl and
were 5.6% and 4. 7% respectively.

A community contact was recently made with a representative froma |ocal economc
devel opment organization to further assist in evaluating the bank's CRA performance.
According to the contact, the | ocal business community is thriving; however, land for
residential real estate construction is linmted



CONCLUSI ONS W TH RESPECT TO PERFORMANCE CRI TERI A

LOAN- TO- DEPGSI T RATI O

The institution's average | oan-to-deposit ratio for the previous five quarters is 91%
During the five-quarter period ending June 1997, the quarterly average |oan-to-
deposit ratio for all banks headquartered in netropolitan areas of Maryland and of
simlar asset size to The Patapsco Bank ranged from 79% to 83% This |evel of |ending
is considered highly responsive to area | oan demand and exceeds standards for satis-
factory performance given the institution's size, location, financial capacity, and
current |ocal econom c conditions.

LENDI NG | N ASSESSMENT AREA

To determine the institution's volume of lending within the assessnent area, a sanple
of 121 of the 127 nortgage | oans reported for the Hone Mortgage Di scl osure Act (HVDA)
for 1996 and 1997 was revi ewed.

Comparison of Credit Extended Inside and Qutside of Assessnent Area

I nsi de Qut si de
Assessnment Area Assessnment Area Tot al
Total Number of Loans 87 34 121
Percent age of Total Loans 72% 28% 100%
Total Amount of Loans (000's) $7, 959 $215 $8, 174
Percent age of Total Anount 97% 3% 100%
As illustrated in the table above, a mpjority of the nunber and dollar anounts of

credit extensions have been provided to borrowers of the assessment area.
LENDI NG TO BORROVERS OF DI FFERENT | NCOVES

The following chart illustrates the distribution of the sanpled | oans extended within
the assessnment area to borrowers of different incones.

Distribution of Loans by Incone Level of Borrower

Low- Moder at e- M ddl e- Upper -
I ncone I ncone I ncone I ncone Tot al
Total Number of Loans 10 12 27 38 87
Percent age of Total Loans 11% 14% 31% 44% 100%
Total Amount of Loans (000's) $372 $413 $1, 445 $5, 729 $7, 959
$372
Percent age of Total Loans 5% 5% 18% 72% 100%
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of Census Tract

Low- Moder at e- M ddl e- Upper -

I ncone I ncone I ncone I ncone Tot al
Tot al of Loans 0 9 39 39 87
Percent age of Total Loans 0% 10% 45% 45% 100%
Total Amount of Loans (000's) $0 $253 $2, 604 $5, 102 $7, 959
Percent age of Total Loans 0% 3% 33% 64% 100%

As previously discussed, the bank's total |oan portfolio is 86% real estate secured.
Many of the real estate |loans are for honme inprovenent purposes. The percentage of
sanpl ed nortgage | oans provided within | ow and noderate-income census tracts (10% is
somewhat | ow conpared to the population (27% residing in these areas. Although 27%
of the assessnment area popul ation resides in | ow and noderate-income geographies,
only 18% (3% | owi ncome and 15% noder ate-i ncone) of the owner-occupi ed housing units
are located within these areas. Considering the percentage of owner-occupi ed housing
in low and noderate-incone areas and the bank's honme inprovenent |ending focus, the
di stribution of the sanpled | oans appears reasonabl e.

COVPLI ANCE W TH ANTI DI SCRI M NATI ON LAWS AND REGULATI ONS

No credit practices inconsistent with the substantive provisions of the fair housing
and | ending | aws and regul ations were identified. Violations were identified

i nvol ving the technical aspects of the Home Mortgage Disclosure Act's Regulation C and
the Equal Credit Opportunity Act's Regulation B. Adequate policies, procedures, and
trai ning progranms have been devel oped to support nondiscrinination in | ending
activities.



